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REPORT ON THE BICYCLES INDUSTRY 


1. An for tlie protection of tlio, bicycles industry w;i,s made, to iJic 

(Jommcrc<' Dejrartincnt, Government of India, by the Cycle 
Reference to the Board. ,Ma7n^fac.turors’ Association, Calcutta, on tlie 28th Ibio'cm- 
her 1945, oji behalf of its member,s. vii:., (a) the Hindustan 
Bicycle Manufacturing and rmbistrial Corporation Ltd., Patna, (b) Hind Cycles 
Ltd,, Bombay, and (c) the India Cycle Manufacturing Co., Ltd., Calcutta, The 
application of (he iiyhistry rva.s referred to the Indian Tariff Board for invo.stigation 
'by the Government of Indi;i, (Department of Commerce), in their resolution 
No. 218-T (55)/ 45, dated the 4th May 194(5. 

2. The tci-ms of lefercncc to tiu; Board are contained in tlie Tlesolntion of the 

Governimmt of India, Dejjartnient of Commerce. 
Terms of reference. No. 2)8-T (55)/L5, dated the drd November 1915, and 
7ire its follows ; 

“ In the case of each industry the Board will, after such examination as it 
consider.^ necessary, report wdiethor the indu.stry .satisfies the following 
conditions ;— 

(1) that it is estel)lisl).ed and couductod on sound business liue.s ; and 

(2) (a) that, having regard to the, natural 03- economic advantages 
enjoyed by tb(3 industry a.nd ite actual or probable cost.s, it is lilcely within 
a, reasonable time to devcioj) suffiiueutly to bo able to carry on succos.sfully 
without ]jrotectiou or Sta.te assi,stance ; or 

(b) that it is an induf try to wdiieh it is desira ble in the national intero.st 
to grant protection or assistance and that the ja'obahlc cost of such 
protec,tion or sissistance to the community Is not excasssive, 

IVhere a, claim to protection or as.sistanco is found to bo o.'^tablislmd, i.e,, 
if condition (1) and condition; (2) {a) or (5) are satisfied, the Board will 
recommend— 

(i) whether, at w'bat raf(3 and in respect of wdiat afticle.s, ■ class or 
(lescri]ition of articles, a, protective duty should l)e imposed ; 

(ii) w’liat additional or altornativo measures should bo taken to protect 
or a,'?,‘'i,st the industry ; and 

(iii) for wdiat period, not exceeding three years, the tariff or other 
.measures recommended shou.ld remain in force. 

To, mak'ing its rccoinm<.m.dations the Board will give due weight to the 
intoTosts of the consumer in the light of the pervading conditions and also con- 
■sider bow the recommendations affect industries using the articles in re,spoct of 
which protection is to be granted. Since relief to be effective, .should be afforded 
without delay, the Board is rerpiestcd to complete its inrjuirios with all possible 
expedition and to .submit a report as soon as the investigation of the claim of 
each industry is comdudod.” 



3. Od tlie 27th June 1946 the Board issued a press communique inviting 

associations, firms or persons including producers, importers 
Method of inquiry. and consumers, directly interested in this industry 
or dependent upon it for their raw materials, who wished 
their views to he considered, to submit their representations. The Board also issued 
a detailed questionnaire. A list of persons or associations or firms to whom the 
questionnaire was issued and from whom replies or memoranda were received will 
be found in Appendix I and Appendix II respectively. The Hind Cycles, Bombay, 
was visited by the President of the Board, Sir R. K. Shanmukham Ohetty, accom¬ 
panied by the Member-Secretary, Mr. C. C. Desai, and the Deputy Secretary on the 
10th November 1946. The Hindustan Bicycle Factory at Patna was visited by 
Mr. C. G. Desai, Member-Secretary, on the 16tli October 1946. ’ The India Cycle 
Manufacturing Co., Ltd., Calcutta, was visited by the Member-Secretary, Mr. C. C. 
Desai, and Dr. H. L. Dey, accompanied by the Technical Adviser on the 7th August 
1946. The Cost Accounts Officer attached to the Board accompanied by the 
Technical Adviser visited the Hind Cycles Ltd., Bombay, and the Hindustan Bicycle 
Manufacturing and Industrial Corporation Ltd., Patna, on the 16th September 1946 
and the 17th October 1940 respectively for cost-accounting these firms. Oral 
evidence of producers, consumers and importers was taken at Bombay on the 12th 
November 1946. A list of the witnesses examined is appended. (Appendix III). 

4. In 1938 the India Cycle Manufacturing Co., Ltd., Calcutta, had placed 

orders for cycle-manufacturing machinery in Germany. 
History of the industry. Before all the machines could be delivered, the war broke 
out, and tlie company had to alter its original programme 
and took to the manufacture of certain accessories and component parts of bicycles 
instead of complete cycles. The products of this company include bells, lamps, 
carriers, pedals, etc. The Hindustan Bicycle Manufacturing and Industrial Corpora¬ 
tion, Ltd., was registered as a public limited company at Patna in the year 1939, 
and the Hind Cycles Ltd., was registered at Bombay in the same year. The works 
of the Hind Cycles Ltd., are situated at Worli in Bombay. Thi.s company 
commenced production in November 1941, and the Hindustan Bicycle Manufacturing 
and Industrial Corporation commenced production in 1942. Both those companies 
manufacture complete bicycles and make in their own factories all the parts except 
freewheels, chains, ball bearings and spokes, which arc imported from abroad. The 
Hindustan Bicycle Manufacturing and Indu-strial Corporation has started 
manufacturing spokes and is making experiments for the manufacture of freewheels. 
The Indian cycle industry, although originally planned to produce bicycles for civil 
consumption, had to switch over to war production for defence purposes at the 
outbreak of the war. In 1942-43, when the shipping situation was very critical, 
the Indian cycle manufacturers undertook to meet the requirements of Government 
and supplied to the various Government departments more than 50,000 bicycles 
during the war. Apart from this, the industry also made a contribution for the 
defence purposes by producing ceAain articles like strike gear clij) (part of a bomb), 
smoke box for containers and mine contact frames, bottom caps, .fuse percussions, 
G. I. buttons, hospital and Red Cross equipments, etc. The subscribed capital of 
the Hindustan Bicycle Manufacturing and Industrial Corporatiou is Rs. 12,50,000, 
of the Hind Cycles Rs. 15,00,000, and of the Indian Cycle Manufacturing Co., 
Rs. 3,21,560. The industry at present employs about 2,000 workers, 

5. The bicycle provides a speedy, comfortable and cheap conveyance, both 

in cities and in rural areas. It is a conveyance which is 
Uies. within the reach of the class of people who cannot afiord 

the more coatly conveyances like motor cars or horse 
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carriages. Cycles are used by both men and women, and tricycles are manufactured 
for children. Besides these, cycle rickshaws arc now becoming common in some of 
the cities. Cycles of a special construction are used for purposes of delivering goods 
by grocers, bakers, milkmen, newspaper-vendors, etc. 

(i. Appendix IV contains statistics showing the quantity and value of cycles 
imported entire or in sections as also the value of parts 

Imports. and accessories excluding rubber tyres imported into 

India since 1936-37. The imports were mainly from the 
United Kingdom, Japan and Germany. Competition from Japan aud Germany can 
now be discounted, and the only country from which imports are likely to come in 
the near future is the United Kingdom. It will be found that the highest prewar 
import was in the year 1937-38. Over 1,70,000 cycles were imported in that year, 
entire or in sections. Representatives of cycle importers told us that in addition 
to the import of cycles, entire or in sections, cycle frames are imported in large 
quantities and these are assembled into entire cycles in India. The imports of these 
frames are included in the Customs return in parts of cycles and accessories. If 
this factor is also taken into consideration, the actual import of entire cycles into 
India should be increased by another 30,000 units, thereby making the total imports 
for the year 1937-38 approximately 2,00,000 cycles. The import figures also reveal 
that the value of parts and accessories imported invariably exceeded the value of 
cycles imported entire or in sections. 

7. Daring the war years the number of cycles imported into India was pro¬ 
gressively on the decline. The output of the Indian 
Estimated Indian manufacturers was on a very small scale. The normal 
demand. demand therefore has not been met by adequate supplies 

during the last six years. The t otiil demand in the country 
has also considerably increased a,s compared with the normal prewar demand. The 
iise of cycles has now become more extensive. Taking these factors into consideration 
we estimate that for the next three years the annual demand will be more than 
6,00,000 cycles per year. According to figures prepared by the British Cycle and 
Motor Cycle Manufacturers aud Traders Union, India, has the lowest number of cycles 
in proportion to population of any country in the world with the exception of China, 
Out of the 70 million pedal cycles in the world, India is estimated to have only 
1,50,000. The following table gives interesting information about the ' umber of 
bicycles in use in some countries and the number per thousand of population :— 


Country 

No. of cycles; in use 

No. of cycles 
per 1,000 of 
population 

Britain 

!2,0011,000 

255 

IT.S.A. 

U», 000,000 

74 

France 

10,000,000 

238 

Holland 

■1,000,000 

463 

Denmark 

2,000,000 

539 

INDIA 

1,500,000 

3-85 
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In view of the low initial cost and the cheapness of riinnmg a bicycle, there is a very 
substantial untapped market for bicycles in India .waiting for enterprising Indian 
industrialists to supply. 

8. According to the information given by the manufacturers, tlie rated capacily 

cl the Hind Cycles is 60,000 cycles per annum, and of the 
Domestic production. Hindustan Bicycle Manufacturing and Industrial Corpora¬ 
tion ;I5,000 cycles per annum. India. Cycle Manufacturing 
Co., has the capacity to produce spares and accessories of the value of approximately 
Rs. 3,50,000 per annum. The rated capacity of the manufacturers has not been 
realised in actual pi'acticc in full. Ifi 1945 the actual production of the Hind Cycles 
was 25,000 cycles, and of the Hindustan 19,000 cycies. In estimating future cost 
the Board has a.Siumed tJuit in 1,947 the Hind Cycles will ]n'odnco 40,000 cycle.s and 
the Hindustan 25,000 cycles, and in 1948 the Hind Cycles will produce 60,000 cycle,s 
and Hindustan 35,000 cycle.s. The two manufacturers have assured the Board 
that they have placed or will bo placuxg in the, near future onlcrs for additional plant 
and luachin(u'y which will e;t.iable them t(.) produce from 1919 onwards 1,50,000 
cycles per annum in the case of Hind and. 1,00,000 cycles in the case of 
I-thidustan. 

9. In comparing the total estimated demand in the country for cycles with 
the capacity of the Indian manufaetiiror to .supply that demand, one important 
factor should be borne in mini!. As has been indicated already, the import figures 
reveal that the value of the parts and accessories imported every year invariably 
exceeds the value of cycles imported entire or in section,s. In estimating the demand 
for cycles in India, account should therefore be taken of the demand not merely in 
complete cycles but for accessorie.s and parts of cycles. In the estimate,s given in 
the previous paragraph about the ])rodactiv'e capacity of the Indian manufacturers, 
the total output has been expressed in terms of entire cycles, In otluyr words, the 
statement that the Hind (lycles Co., expects to manufacture 4(,l,000 cycles in 1947 
means that the Company will produce complete cycles and jrarts of cycles the 
combined value of whicdi will be the (.apuvaleiit of 40,000 complete cycles. In actual 
})racticc the cycles that they would be in a position to market as conipleto cycles 
would bo very much less than 40,000 cycles. The, same observations would apply 
to the supply position of the Indian manufacturers from 194-9 onwards. From that 
year the Indian manufacturers will be able to supjrly tlie Indian market with entire 
cycles and parts of cycle,s aggregating in terms of money to the value of 2,60,000 
cycles. A correct jyicturo about the capacity of the Indian manufacturers to suiiply 
the bicycle market in India can be obtained by considering the demand both for 
cycles conij)]ote and for parts and accessories. The total value of the imports of 
conipleto cycles and parts and accessories in 1937-38 was Rs. 1,18,54,000. The 
average value of a unit of bicycle in that year was about Rs. 33. On the basis of 
the present value of imported cycles, the present day value of the same import will 
be about Rs. 3,55,62,000, The total demand according to our estimate will be three 
times the prewar demand. On this basis the total value of all cycles and .spare parts 
and accessorie.s which will be absorbed in the Indian market annually will be worth 
more than Rs. 10 crores. As against this estimated demand, the two Indian 
cojupanies will supi)ly in 1947 products worth about R.". 65 lakh.s, in 1948 products 
worth about Rs. 95 lakhs, and in 1949 products worth about Rs. 2.V crores. Those 
figures show the great po.ssibility for expansion that lies before the cycle industry in 
India. 
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10. While the monufactiirers claiiio that their products are equal to the 
imported products in resjiect. (rf (pialily and appearance, 
Qualit^y of the indige- this claim was vigorously challenged hy tha rcjvrcsen- 
nous product. tatives of the importing interests. Home of Oie imj>orter,s 

wcnit to the extent of stating that llie a.veruge consumer 
would, if he has any choice in the matter, have nothing to do with the indigemms 
products. The opinion expressed by the Director-General of Industries and 
Supplies, Government of India, in his memorandum given to the Bfjard represents 
a fairer view regarding tlui question of quality. AccorcliTig to liim, “ the quality of 
the, indigenous (iycle is passable but is infe.rior to tire best foreign inuke sucli as 
Raleigh or B.S.A. This is due to the fact that although tiie indigenous manufacture 
is fairly well organised, yet enough attention is not paid to metallurgical and licat 
treatment side of the components manufactured and tin; latjour is not so skilled as 
in U.K. The w<!aring qualities of the moving parts leav'c much to be desired.” The 
poorness of the quality of the indigenous product is mainly due to two factors (a) tlio 
raw materials used a-ro not of proper sireciflcations and (h) sufficient attention is not 
being paid towards the maintenance of the accuracy of tools, dies and gauges. 
A Tooling Department together with a proper metallurgical control performs a iiiost 
important function in an engineering industry of this kind. There is no roas.on why 
the quality of the Indian bicycles should not iiuprove very considerably if a projier 
system of inspection of tools, dies and gauges and a strict check on the accuracy and 
interchangeability of the compcnieuts by means of gauges is introduced along with 
proper heat treatment for the wearing components. With the eo-oj)eration of the 
steel manufacturers it should also be po,ssibIo to obtain the raw materials of proper 
specilications, These defects and handicaf)s, to wliieli both the manufacturers.are 
alive, are .trot irremediable and w<i have reason.s to believi'. that the manufacturers 
are contemplating steps wdiieli w'ill enable them to turn out products of cornj)arable 
quality under the shelter of protection during tiie initial porkid of say three to 
five years, 

11. The raw iu-,;eLia]s .required for the cycle 

Raw materials. 


industry are ; - 


(a) Steel—steel tubes or steel strips for making tubes, steel sheets, ste(d 
bars, mild steel and spring steel wires. 

(b) Ready coiupoiiente—free w'heels, chains, steel balls and spokes. 

(c) Rubber parts—tubes, tyres, handlegrips, pedal rubbers and brake 
rubbers. 


(d) Consumable store.s—high-speed steel, die-steel, nickel anodes, 

colouring, brazing and electroplating materials. 

(e) Accessories—kunp, carrier, stand, boll, pump, tool bag and reflector, 

12. Except mild steel and spring steel wires, the other categories of steel are 
not available at present in India. During the public, in(|uiry fclie, ([uestion of the 
supply of steel of the correct specification to the cycle industry ^\'as discussed with 
the representatives of the Tata Iron & Steel Ooiupany, Ijtd, It was brought out in 
the discussions that except cold-rolled steel strips required for making tubes and the 
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strips for the manufacture of rims, all the other requirement,s for steel could be manu¬ 
factured out of Indian steel produced either by the Tata Iron & Steel Company, 
Ltd., or by the Indian Steel Wke Products or by any Steel Works with electric 
furnace. iChe manufacture, of strips requires a cold reducing unit which does not 
exist at present in India, We are told that the installation of a mill for the 
manufacture of strips is under consideration by the Tata Iron & Steel Co., Ltd. 
in Appendix V will be found a summary of specifications of the special steel required 
by the cycle, industry and the namc.s of the Indian manufacturers of steel who can 
supply the same. \Ve are told that the supply of steel i,H .subject to C(3ntrol and that 
the Steel Controller should give special facilities for the manufacture and supply by 
Indian manutacturers of the steel required by the cycle industry. We recommend 
that the Steel Controller should give the necessary permission and afford the facilities 
required for the purpose. 

13. Out of the other raw materials, free wheels, chain.s, steel balls, brazing 
and electro-plating materials, nickel anodes and reflectors have to be imported. 
Some of the high-speed steel and die-steel would be mainifactured in India, and the 
rest will have to be imported, Spoke.s, tubes, tyres, handle-grips, pedal and brake, 
rubbers, lamps, carriers and stands, bells and pumps are manufactured in India. 
The approximate gross tpumtity of steel required per cycle including saddle 
parts is 47 lbs, 

14, The boolcs of tli.e Hind Cycles Ltd., and tlie Hindustan Corporation were 

examined by a Cost Accounts Ofiicier attached to th,e 
Board’s estimate of the Board. It is rather difficult to arrive at a very accurate 
cost of production and estimate of t]ie cost of production of a complete bicycle, 
fair selling price. A cycle con.sistB of about 150 paj ts grouped into several 

assemblies and the process of manufacture includes about 
a thousand operations. Neither of the two Companie,s maintains any cost accounts 
or data showing the allocation of labour and materials from which the co.st of pro¬ 
duction of individual components or assorabiies could be worked out. Both the 
Companies manufacture cycle components and parts on a large scale and sell them 
either as components or as complete cycle.s according to market demands and prices. 
In view of the fact that individual parts are made and sold in large numbers in 
addition to complete cycles, the numbers of the different parts actually manufactured 
by the Companies are not balanced. For example in 1945 one Company 
manufactured about 10,500 frames and 19,500 forks a.s against 52,000 mud-guards. 
This factor presents a difficult problem in cost accounting. In the absence of 
separate cost data for each part, all the parts mauufactiued have to be equated to 
a definite number of full cycles for ascertaining the cost of a cycle. This method of 
arriving at the cost of a cycle was verified by the Cost Accounts Officer by applying 
all pos.sible cross-check,s in consultation with the Technical Advi.ser of the Board, 
In the light of the cost figures thus arrived at by the Cost Accounts Officer and with 
certain modifications made by us during the public inquiry, the Board estimates 
the cost of production and the fair selling price of a cycle for the Indian 
manufacturer in the years 1947 and 1948 as follows ;— 
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Board’s Estimate of the Fair Belling Price of a Cycle manufactured in India 
in the years 1947 and 1948 

Items 1017 1948 



Production assumed 

40,000 cycles 

60,000 Cycles 



Amount 

Ajnouiit 



Rs. 

Rs. 

1, 

M'Htorials :— 




(ffl) steel and brass items 

14 ■240 

14-246 


(b) Other materials .. .. .. 

2'503 

2-503 


(c) Ready parte purchased 

24-318 

24-318 


Total .. 

41 067 

41-067 

2. 

Power and fuel .. ,, 

l-70r> 

1-706 

;i. 

Labour 

15-248 

15-248 

4. 

Repairs and maintonance (labour only) 

0-710 

0-479 

5. 

Consumable .stores 

7-282 

7-282 

0. 

Establishment 

7-.52,7 

6-017 

7. 

Depreciation (at statutory rates) ,. 

Other overheads 

3-669 

6-786 

2-373 

4-623 

0. 

0. 

Packing charges ., 

J-946 

3-600 

10. 

Allowance for selling expenses 

1-500 

1-500 

11. 

Allowance forrailway freight 

1-600 

1-500 

13. 

Interest on working capital (Bs. 11 lakhs for 1947 .ar.<l 
Rs. 16 lakhs for 1948). 

1-100 

1-066 


Totiil 

90-937 

86-260 

13, 

Credit for scrap 

0-366 

0-366 


Total cost of production 

90-671 

84-894 


Profit at 10% on fixed capital of B». 16’B laklis 

4-225 

2-816 


Pair selling price ,. 

94-790 

87-710 



or 

or 


In round figure* 


Es. 00 


Its. 88 
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15. Fdi' the purpose of calculating tlie fair-selling price, the Board has 
assumed a production equivalent in value to that of 40,000 cycles in 1947 and (50,000 
in 1948. This is well within the productive capacity of one of the factories. Tliough 
the productive capacity of the other factory is .somewhat less than these figures, 
wethinkthat, for the purpose, of arriving atafair-sellingpriceforthe Indian cycle ma- 
nufactureT', the basis of output that we have assumed is a reasonable one. It will be 
found that the IJoard's estimate of the fair selling price of a bicycle in 1947 is its. 95 
and in 1918 Its. 88. On the basis of the increased output expected from 1949 
onwards, as explained in paragraph 8, the cost of production and the fair selling 
price must come down still further. In onr estimate we have allowed Its. 90,000 
for advertisement a]ul E.S. (50,000 for selling expenses in 1947 and Its. 1,10,000 for 
advertisement and Its. 90,000 for selling expenses in 1948. These allowances are 
on th(i liberal side and we have deliberately done ,so Itecause in view of the prejudice! 
that exists in the public mind against the Indian product, advertisement will have to 
ho resorted to on a. large scale, hr addition to these, we have also allowed in our 
estimate Es. 54,400 for research in 1917 mid Its. 71,100 under the same item for 1948. 
What the Indian mamifacturer lias to conteml against in the near future will be the 
inqiroved quality of the imported cycle. Wi.i are told that foreign manufacturers 
arc contemplating tlic incorporat.ion of many im];»rovcd features which will make the 
imported cycle very attractive to the user. If the Indian manufacturer is to face 
this competition, he must also spend a considerable amount in research with a view 
to elfecting all rouird improvements. We attach great importance to exfiendituro 
on research in the case of an industry like the cycle indnstry. It should be made 
a condition of the grant of protection tliat the cycle industry should actually spend 
or set apart specified amounts for research. In other words, an obligation must be 
imposed on the Indian rnanufacturors that in the year 1947 they should each actually 
spend or sot apart in a separate fund a sum of not less than E-s. 50,000 for researcli 
and a corresponding sum of Rs. 70,(K.Wl in the year 1948. We arc recommending this 
procedure so that the manufacturers may not be tempted to fritter away their profits 
ill the distribution of large dividmids, 

1(5. T'hcre is ut present a revonue duty on cycles a.nd ])ar(s luid accessories 
of (.lyctes. Tim rate of duly is found in item 75 (5) 
Existing duty. of the first scheduh'. of the Tariff Act. The stan¬ 

dard rate of dut}' is 86 per cent, ad vidorem. T.ho 
British preferential rate is 24 -[ler cent, and the rate applicable to imports from 
Burma, 12 per cent. Since the, future imports wiU he practically from the. United 
Kingdom, the duty of 21 per (!ent. valorem ma,y he considered to be the effective 
duty in oper-ation, 

17. From the informatioji that we jnu^e heini aide, to obtain from 
Landed cost. various sources, tlie landed cost of tliree well-knorvn makes 

of cycles is as follows : 

Tja.nded cod of Slaridard Gentd' Bici/cle 24"/lw«e adthoui any uc.cevMirics 

.llaloiBli Hiii'ciiles Hrinlge Wliilwoi lli 

Bicycle Bicycle Bicycle 



Hs. 

a. 

!'■ 

Its. 

a. 

!'■ 


. H. 

P- 

(J.i.f, prico 

87 

10 

<t 

01 

10 

0 

80 

10 

0 

Customs duty at 24 per cent. 

21 

1 

0 

0-) 

0 

0 

21 

10 

0 

Clciii'liip: and other cli,urges 

0 

12 

0 

0 

12 

0 

0 

12 

0 

Total landed co.sl 

lOli 

7 

0 

lU 

0 

0 

112 

0 

0 
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The pre-war landed cofit of a Ealeigh bicycle was Es. 50-3-0, of a Hercules bicycle 
Es. 37-7-0, and of a Eudge Whitworth bicycle Es. 43-11-0. The present day retail 
selling price of Ealeigh and Hercules is about Es. 135 and of Eudge Whitworth about 
Es. 125. 

18. A comparison of the fair selling price for the Indian manufacturer 

as indicated in paragraph 14 with the landed cost will 
Measure of protection, show that the existing duty of 24 per cent, ad valorem 

])rotects the Indian manufacturer, and in fact gives him 
a marginal advantage in jirioe. No increase in the existing rate of duty is therefore 
called for. The Indian manufacturer should, however, be protected against a^ 
considerable fall in the landed cost of the imported cycle and he should also Ibe 
assured that for a definite period he would be jdaced in a position which will enable 
him to compete siiccessfully with the imported article. All the importers are 
unanimous in their opinion that there is no likelihood of any fall in the price of the 
imported cycles, but on the contrary there would in all likelihood be a tendency for 
the price to go up. Notwithstanding this opinion, the Indian manufacturer must be 
protected against the tendency for a fall in the price of the imported cycles. In 
fixing the minimum landed cost for the imported cycle, account should be taken of 
the prejudice that exists in the minds of the public against the Indian-made bicycles. 
To overcome this prejudice, the Indian manufacturer should be given a margin over 
and above his fair selling price of about Es. 14 in 1947 and Es. 12 in 1948. From the 
figures of landed cost given in the previous paragraph, it will be found that the lowest 
landed cost of an imported bicycle is Es. 109-7-0. We recommend that the existing 
ad valorem duty of 24 per cent, should be converted into a protective duty at the 
same rate to remain in force till the 31st March 1949. If the total landed cost of 
an imported bicycle inclusive of duty goes below Es. 109 during the period ending 
31st March 1948 and goes below Es. 100 during the period from the Ist April 1948 
to 3l8t March 1949, action should be taken under section 4 (1) of the Indian Tariff 
Act of 1934 to raise the duty so as to make the landed cost of a bicycle Es. 109 during 
the first period and Es. 100 during the second period. Our recommendations, if 
accepted, will give the Indian manufacturers a price advantage of about Es. 14 per 
bicycle during the first period and Es. 12 per bicycle during the second period. This, in 
our opinion, is absolutely necessary to enable the Indian manufacturers to overcome 
the prejudice and establish themselves in the home market. Once this position is 
brought about, the need for any price preference will disappear, the benefit thereof 
accruing to the consumers in future. Whatever rate of duty is applicable to cycles 
must also apply to imported parts and accessorie.s of cycles excluding rubber tyres 
and tubes. While the same duty will apply to all cycles regardless of size or type, 
the fair selling price and the landed cost figures have been given in respect of 
standard gents’ 24" cycles without any accessories. In view of our observations in 
paragraph 19, there is no need for the application of section 4 (1) of the Tariff Act of 
1934 immediately; the question of such application will be governed by the 
circumstances referred to in paragraph 19. 

19. («) It has been brought to our notice that a few consignments of cycles 

which should be considered to be inferior in quality as 
Import of cheaper and compared with the well-known makes, such as Ealeigh, 
reconditioned cycles. B.S.A. of the imported cycles and Hind and Hindustan of 

the Indian cycles, have been imported recently at a landed 
cost, inclusive of duty, of Es. 95-9-0 per cycle. We have, however, been informed 
that there is not much likelihood of cycles of this quality being imported on a large 

jb:,,Y^ 646—2 cox 
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scale or their competing with cycles of standard make and quality. In view of this 
we have not taken the landed cost of these inferior qualities of cycles as the basis for 
our recommendation regarding the rate of duty. If, however, it is proved that these 
cheaper cycles are being imported on a considerable scale, the position will have to 
be re-examined. The demand for cycles in the Indian market is so great that the 
supply position, taking into accotmt both the possible volume of imports and home 
production, is not likely to be such as to meet the demand completely. There is. 
therefore, no justification for basing the landed cost for the purposes of duty on the 
import of small quantities of cheaper cycles, although the position will need to be 
constantly watched. 

(h) If was represented to the Board that quite a large number of reconditioned 
cycles, the number may go up to as much as .'5 lakhs, may bo imported in the 
near future from the United Kingdom. We have considered whether this import 
will affect the Indian industry and whether the home manufeturer requires any 
protection against it. We are of the opinion that, regard being had to the starved 
market for cycles for the wartime period of six years, there should be no difficulty 
in absorbing the re-conditioned cycles likely to come without in any way affecting 
the offtake of the indigenous cycles. In a way we think that the import of a large 
number of re-conditioned cycles should be in the interest of the Indian industry in 
the long run as these cycles will create a demand which will subsequently be met 
by the Indian industry when it is firmly established. We have, therefore, no 
recommendation to make in regard to importof re-conditioned cycles in so far as the 
protection of the Indian industry is concerned. 

20. The Indian manufacturers apprehend that the foreign manufacturers 
might try to evade the scheme of protection by importing 
Customs classification, into India parts of bicycles on a large scale at cheap prices 
and assemble them in the country. It is not possible to 
provide in advance for all such contingencies. If it is proved tliat such evasion is 
taking place, the Indian manufacturers may bring the matter to the attention of the 
Government of India for re-examination of the scheme of protection. If the Indian 
manufacturer keeps his cost accounts in a manner which will make it easy for the 
cost of manufacture of the different parts to be ascertained, it will facilitate sueb 
re-examination. To get a correct idea whether any evasion takes place, it would 
be necessary to know (a) retail prices ruling in the market from time to time, an 
item which should be watched carefully by the manufacturers, and (6) more details 
regarding the cycle parts imported. At present in the Tariff Schedule all cycles 
parts arc lumped together and in the statistics of sea-borne trade also, they are 
treated likewise. If the foreign manufacturers start the practice of sending out 
parts and assembling them here, there should be an abnormal increase in the import 
of essential parts like frames and handlebars. With a view to giving a correct 
picture regarding imports, we suggest that in the Tariff Schedule cycles and spare 
parts should be shown separately, under the following categories :— 

(а) Cycles (other than motor cycles) imported entire or in sections ; 

(б) Cycle frames; 

(c) Handlebars for cycles ; 

{d) All other parts and accessories of cycles not otherwise specified 
(excluding rubber tyres and tubes). 

This classification might be observed in the statistics relating to the sea-borue 
trade of India also. 
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21. In the representation submitted on behalf of the cycle industry a request 

was made that the raw materials and ready parts purchased 
Duty on raw materials by the cycle manufacturers might be exempted from import 
and machinery. duty. Steel, which is an important item in the manu¬ 

facture, of bicycles is a protected industry and there is 
a protective duty on steel. There is also the duty on parts of cycles. Normally it 
IS the practice of this Board to recommend either the abolition of duty on raw 
materials or a rebate on duty where the raw material represents a protecte d industry. 
Our Cost Accounts Officer has estimated that tlm amount of duty that is included 
in the cost of air Indian cycle is slightly less than Ks. 2 in the case of steel items and 
Bs. 2 in respect of imported ready parts. The incidence of the import duties on an 
Indian cycle is therefore Rs. 4. In view of the administrative inconveniences 
involved, wc do not recommend cither the abolition of duty or a rebate on duty. 
The manufacturer is not ahected by this decision because we have taken the duty 
into account in calculating his cost of production and fair selling price. Wo 
recommend, however, that the import duty on the machinery imported for the 
manufacture of cycles and parts thereof should be refunded. 

22. We recommend that the bicycles required by tlie departments of Govern¬ 

ment, both civil and military, should be purchased from 
Government patronage, the indigenous manufacturers. Since the Indian-made 
biijycle does not cost more than the imported bicycle, 
there is no need for showing any price preference in favour of the indigenous article. 
The patronage by the Government departments will not merely assure a regular 
customer to the Indian manufacturers but will also enhance their prestige and 
thereby help them to overcome to some extent the prejudice that now exists. Wo 
understand that apart from bulk supplies made to the different departments of 
Government by the Industries and Supplies Department, offices of Government are 
at liberty to make direct purchases up to a stated value. The operation of this 
exception may result in the purchase of foreign cycles by some of the offices 
concerned. Government should consider the advisability of canalysing all supply 
of bicycles to Government departments through the same source. This could be 
achieved by the Industries and Supplies Department making a standing contract 
with the indigenous manufacturers about the price, and then giving liberty to 
individual offices to buy their requirements from the indigenous manufacturers at 
the contract price. The attention of the Provincial Governments also should be 
drawn to this matter and they should be requested to place indents for their require¬ 
ments with the indigenous manufacturers. 

23. We are satisfied that ’the Indian bicycle industry satisfies the conditions 

laid down by Government in the terms of reference detailed 
Eligibility for protec- in paragraph 2 of this report. The industry is managed 
tion. by wellknown business finns and are conducted on sound 

business lines. There is a very large home market for the 
product. The principal raw materials are either available or can be made available 
in the country. There is a reasonable prospect of the industry standing on its own 
legs within a reasonable time. The industry suffers by reason of the inflationary 
price level prevailing in the country, the higW cost of raw materials, the smallness 
of the output, higher labour cost in terms of output and insufficient plant and equip¬ 
ment. In spite of these handicaps the industry has already succeeded in 
manufactiu'ing a cycle at a price which compares favourably with the cost of 
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production of bicycles in tlie United Kingdom. The ex-works price of a Rudgc 
Whitworth cycle is, we are told £6-5-9 which is equal to Its. 83-13-6. 'lliis must 
represent the fair selling price of the British cycle manufacturer. As compared with 
this, the fail’ selling price of the Indian manufacturer in 1947 as estimated by us will 
be Rs. 95 per bicycle. It must however be remembered that this cost includes about 
Rs. 4 by way of import duties on raw’ materials and spare parts. If this item is 
excluded, the fair selling price of the Indian manufacturer in 1947 will be Rs. 91 
which is only about Rs. 7 more than the fair selling prico of the British 
manufacturer. In 1948, the fair selling price of tlio Indian manufacturi'r 
after deducting the duty referred to above will be Rs. 84 which is the same as the fair 
selling price of the British manufacturer. From 1949 onw'ards, the cost of the Indian 
manufacturer is expected to go dowm very considerably. This, to our mind, is 
a satisfactory position which will warrant the conclusion that in the near future the 
Indian manufacturer must be in a position to manufacture a cycle at approximately 
the same cost as a British manufacturer. For all these reasons the Indian 
cycle industry must be considered to have established a strong case for State 
assistance. 


Summary. 


24. Our couclusions and recommendations are 
summarised as under ;— 


(i) The demand for bicycles in India for the next three years is estimated at 
more than six lakhs of cycles t)cr year (paragraph 7). 

(ii) In 1947 the Hind Cycles is expected to produce complete cycles and 
parts of cycles the combined value of whieli wdll be the equivalent of 40,000 
complete cycles, the Hindustan the equivalent o(‘25,000 complete cycles ; and in 
1948 the Hind Cycles the equivalent of 60,000 complete Cycles and Hindustan 
the equivalent of 35,000 complete cycles. From 1949 onwards the two 
companies are expected to produco complete cycles and parts and accessories of 
cycles the combined value of which will be the equivalent of 2,50,000 
complete cycles (paragraplis 8 and 9). 

(ill) The quality of the Indian cycle is passable but is inferior to the best 
foreign makes. There is no reason why the quality of the Indian I)icycles should 
not improve very considerably if a proper system of inspection of tools, dies 
and gauges and a strict check on the accuracy of the components by means of 
gauges, are introduced along with proper heat treatment for the 
wearing components (paragraph 10). 


(iv) Except steel strips required for making tubes and rims, all the other 
requirements for steel could be manufactured by the Indian steel producers. 
The Steel Controller should give special facilities for the manufacture and supply 
by the Indian steel manufacturers of the steel required by the cycle industry 
(paragraph 12). 

(v) The Board’s estimate of the fair selling price of a bicycle in 1947 is 
Rs. 95 and in 1948 Rs. 88. From 1949 onwards the cost of production and the 
fair selling price must come down still further (paragraph 15). 

(vi) It should be made a condition of the grant of protection that the cycle 
industry should actually spend or set apart specified amounts for research 
(paragraph 15). 
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(vii) The present day landed cost inclusive of the customs duty of 24 pej 
cent, ad valorem is Ks. 109-7-0 for a Raleigh cycle Rs. ] 14-6-0 for a Hercules 
cycle and Rs. 112 for a Rudge Whitworth cycle (paragraph 17). 

(viii) The existing duty of 24 per cent, ad valorem protects the Indian 
manufacturer and in fact gives him a marginal advantage in price. To 
overcome the prejudice the Indian manufacturer should be given a margin over 
and above his fair .selling price of Rs. 14 in 1947 and Rs. 12 in 1948 
(paragraph 18). 

(ix) Wo recommend that the existing ad valorem duty of 24 per cent, should 
be converted into a protective <luty of the same rate to remain in force till the 
31st March 1949. If the total landed co.st of an imported bicycle inclusive of 
duty goes below Rs. 109 during the period ending 31st March 1948 and goes 
below Rs. 100 during the period from the 1st April 1948 to 31st March 1949 
action .should be taken unde)’ section 4 (1) of the Indian Tariff Act 
of 1934 to raise the duty so as to make the landed cost inclu.sive of duty of a 
bicycle Rs. 109 during the first period and Rs. 100 during the second period. 
The cycle referred to is the standard gents’ bicycle with 24 inches frame without 
any accessories (paragraph 18). 

(x) In the Tariff Schedule cycle.s and spare part.s should be ,«hown separately 
under the categories enumerated in paragraph 20. 

(xi) The import duty on the machinery imported for the manufacture of 
cycles should be refunded (paragraph 21). 

(xii) We recommend that the bicycles r'equired by the departments of 
Government, both civil and military, should bo purchased front the indigenous 
manufacturers (paragraph 22). 

(xiii) In the near lirture the Indian manufacturer of cycles must be in 
a position to manufacture a cycle at approximately the same cost as a British 
manufacturer (paragraph 23). 

25. The Board wishes to place on record its iippreciation of the work done by 
Mr. R. V. Raghava Rao, the Cost A.ccounts Officer, 
Acknowledgements. MT. R. N. Kapur, the Technical Advi.scr, Mr. .Tang Bir Singh 
of th<! Department of Industries and Supplies and 
Rai Sahib S. 0. Aggarwal, the Deputy Secretary of the Board. 

SHA.NMUKHAM CHETTY— President. 

C. C. DESAI— Member-Secretary. 

S. C. AGGARWAL— Deputy Secretary. 

Bombay, the 29th November 1946. 
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APPENDIX I 

List of firms or bodies to which questionnaire was issued 
A. Manufacturers :— 

], Hindustan Bicycle Manufacturing & Industrial Corporation, Ltd., Patna, 
(Coi 11 [ )1 1 ' t e bicycl c s.) 

2, Hind Cycles Ltd. Bombay (Complete Bicycles). 

3, India Cycle Manufacturing Co., Ltd., Calcutta. (Parts and Accessories). 

4. Kalsa Cycle Works, Nawansliahr, Jullunder. (Parts and Accessories). 

5. Mullic Brothers & Co,, Jullunder City. (Parts and Accessories). 

Importers ;— 

I. Messr.s. English Cycle & Motor Importing Co., 9, Broadway, Madras. 

J. Messrs. South India Cycle Importing Co., 78, Broadway, G. T., Madras. 

3. Messrs. Bombay Cycle & Motor Agency, Ltd,, 16, New Queen’s Koad, 

Bombay. 

4. Messrs. Rapid Cycle & Motor Co., Ltd., P. 0. Box No. 2086, Kalbadevi 

Road, Bombay 2. 

5. Mesfi's. Wellington Cycle & Motor Co., 313, Hornby Road, Bombay. 

6. Messrs. Calcutta Cycle Importing Co., 80/5, Bentinck Street, Calcutta. 

7. Messrs. Hashabi & Co., 295, Bow Bazar Street, Calcutta. 

8. Messrs. Naraindas & Co., Garden Road, Karachi. 

9. Messrs. Royal Cycle & Motor Co., Elphinstonc Street, Karachi. 

10, Messrs. S. R. Swamy & Co., 18, Venkatramier Street, G. T., Madras. 

11, Messrs. JanJddas & Co., Jankidas Building, The Mall, Lahore, 

12, The Gramaphone Co., Ltd., Bombay. 

13, Messrs. Mousell & Co., Ltd., 9, Mathew Road, Bombay. 

C. Consumers :— 

1. Naraindas & Co,, Karachi. 

2. Royal Cycle & Motor Co., Karachi. 

3. English Cycle & Motor Co., Madras. 



4. South India Cycle Importing Co., Madras. 

5. Bombay Cycle & Motor Agency, Ltd., Bombay. 

(). Poona Wheelers, Poona. 

7. Dircctor-Gcncral, Posts & Telegraphs, New Delhi. 

8. Rapid Cycle & Motor Co., Ltd., Bombay. 

9. Wellington Cycle & Motor Co., Ltd., Bombay. 

10. Calcutta Cycle Importing Co., Calcutta. 

11. Hashabi & Co., Calcutta, 

D. Associatims ;— 

1. Tiie Cycle Manufacturers’ Association, 102-A, CHve Street, Calcutta. 

2. Bombay Cycle IVIcrchants’ Association, 603, Kalbadevi Road, Bombay. 

3. Poona Cycle Dealers’ Association, Poona. 

4. The C. P. & Bcrar Cycle Merchants’ Association, Mahal, Nagpur City. 
■). Madras Cycle Importers’ Association, Broadway, Madras. 
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APPENDIX 11 

Lid of firms or bodies which answered the questionnaire 

A. Manufacturers :— 

1. nijuiustajL Bicycle Manufacluriug & ludustrial Corporation, Ltd., Patna. 

2. Hind Oycle.s Ltd., Bombay. 

B. Importers :— 

1. McHsrs. English Cycle & Motor Importing Co., 9, Broadway, Madras, 

2. Messrs. South India Cycle Importing Co., 78, Broadway, G. T., Madras. 

15. Messrs. Wellington Cycle & Motor Co., 318, Hornby Koad, Bombay. 

4, The Gramaphone Co., Ltd., Bombay. 

5. Mes-o's. Moiisell & Co., Ltd., 9, Mathew Boad, Botnbay. 

0. Consumers :— 

Nil. 

D. AssooiatioHs : — 

1. The Cycle ManuFactnrer.s’ Association, 102-A, Clive Street, Calcutta. 

2. Poona Cycle Dealers’ As.sociation, Poona. 

3. The Boml)ay Cycle M<-rchants’ Association, 503, Kalbadevi Road, Bombay. • 

4. Tlio C. P. & Berar Cycle Mcrcliants’ Association, Mahal, Nagpur City. 

5. Madras Cycle importers’ Association, Broadway, Madras. 

0. Upper India Cycle Importers’ Association, Cawnporc. 

7. Karachi Cycle Dealers’ Union, K;t.ra(-hi. 

8. Ahmedabad Cycle & Motor Trading Co., Ltd., Ahmedabad. 
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APPENDIX III 

List of witnesses examined by the Board on the 12th November IMS 

A. Producers :— 

Hind Cycles Ltd., Bombay, represented by Mes.^rs. E. I. Bondy, R. C. Sbab and 
M. G. Yohra. 

Hindustan Bicycle Manufacturing & Industrial Corporation, Ltd., Patna, 
represented by Rai Bahadur S. N. Sahaya, Mr. 1). N. Sahaya and 
Mr. V. P. Misra. 

B. Importers ;— 

The English Cycle and Motor Importing Co., Madras, represented by Mr. R, S. 
Ramsubba Aiyar. 

The Gramaphone Co., Ltd., Bombay, represente<l by Mr. H. C. Lall. 

The Wellington Cycle & Motor Co., Bombay, represented by Mr. Rirstoniji 
Dorabji. 

Messrs. Mousell & Co., Ltd., Bombay; represented by Mr, F. Wolff. 

C. Consumers :— 

Mr. S. P. Patel, Director of Telegraphs, Bombay, representing the Director- 
General of Posts & Telegraphs, New Delhi. 

D. Stores Suppliers 

The Dunlop Rubber Co. (India), Ltd., Firestone Tyre & Rubber Co. of India, 
Ltd., and Goodyear Tyre & Rubber Co. (India), Ltd., represented' by 
Mr. S. E. Ekers. 

Messrs. Greaves Cotton & Co., Ltd., Bombay, repreiented by Mr. D. M. 
Barucha. 

The Tata Iron & Steel Co., Ltd., Bombay, reprc.sentcd by Mr. B. N. Lam and 
Mr. H. N. Dalai. 

The Associated Export & Import Syndicate, Bombay, represented by 
Mr. M. .1. Bhuta. 

Associations :— 

The Cycle Mrnufacturers’ Association, Calcutta, represented by MessiiS. D. N. 
Sahaya and M. G. Yohra. 

The Madras Cycle Importers’ Association, Madras, represented by 
Mr. K. Eswara Aiyar. 

The Bombay Cycle Merchants’ As,sociation, Bombay, represented by 
Mr. R. C. Shah. 

Also the following witnesses were examined on the 13th November 1946 
Store Suppliers 

Cycle & Automobile Components, Ltd., Calcutta, represented by Mr. M. A. 

Katrak. 

M Y 64:3—3 CON 
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APPENDIX IV 

Statement showing the quantity and mine of cycles entire or in sections and 
the value of parts of cycles and accessories {excluding tyres) 
imported into India since 1936-37 


Year 


Quantity 

of 

Cycles 

Value 

of 

Cycles 

Value of 
parts and 
accessories 




Es. 

Es. 

1936-37 


1,59,450 

45,10,000 

61,47,000 

1937-38 


1,70,664 

55.74,661 

62,79,646 

1938-39 


1,38,036 

48,19,368 

47,89,336 

1939-40 


' 93,249 • 

33,39,100 

41,04,976 

1940-41 


50,322 

22,19,179 

.30,14,946 

1941-42 


.54,455 

26,00,618 

31,63,804 

1943-43 


16,134 

9,73,695 

17,29,930 

1943-44 


28,355 

18,82,366 

21,16,730 

1944-46 


37,391 

25,1.5,713 

29,44,285 

1946-46* , ,. 

•• 

76,141 

.54,77,206 



' *'rhe ligures for 1945-40 are takoii from the incmorandoni submitted hy the D. f>., 1. & S., as 
the Sea-borne Trade Accounts give only figures for the first nine months beginning from 
April 1945 whichcame to46,869eycles valued at Es. 32,28,681 and parts of cyelts and atccssorii K 
(excluding rubber tyres) Es. 34,77,196. 
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APPENinX V 

Summary of specifications of special steel required 


Item No. 


Description 


Name of the Suppliers 


■I. Sheets 


II. Bars— 


Deep drawing double pickled hot Tata Iron & Steel Co., Ltd., 
rolled with cold iiasses, sheets with Tatanagar, 
perfect uniformity in gauges 10 to 24. 


(1) Rounds and 
squares. 


( 2 ) 


III. Wires 

IV, Die steel 


Free cutting hot rolled bars (1) EN-32 
ease hardening and (2) Non-case 
hardening conforming to American 
SAE 1112 but pickled if possible to 
have a smooth surface and perfect 
roundness. 

Sizes :~-Prom 1/2' to 1-5/8*. 

Below 1/2* 


M. S. low carbon wire fromO'135* to 
0‘349* with tolerance of --0 002. 


Do. 

Indian Steel & Wire Products 
Ltd., Tatanagar. 

Indian Steel & Wire Products 
Ltd., Tatanagar. 

(i) Tata Iron & Steel Co., 
Ltd., Tatanagar. 


(ii) Mysore Iron and Steel. 
Works, Ltd., Bhadravati. 





